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Iﬂ November, the Buresu of Feo
nomie Analysin (BEA) will release tha
results of e comprehensive—that is,
benchmark—revigion of the national
income and produet aceounts (NIPA's).
This revision is the ninth of #ts Kind;
the last such revision was released in
December 1085,

Comprahensive revisions differ from
annual NIFA revisions becauge of
the scope of the changes incorporated
and becauss of the number of yesrs
subject {0 revizsion. Comprehemnive
revisions incorporate three kinds of
changee: Definitional and clazsiflea-
tional changes, statistical changes, and
new and redesigned tables.

Definitione! and clossifieational
ehanges update the aeeovnts o reflect
the evolving U.5. economy; t.hejr m
uauall:,r made in & com
vision so that the estimates can be
revized back to produce consistent time
series. Inthe upcoming comprehensive
revision, the definitional and elagsifl-
cational will mainly represent
efforts to deal with the effects of the
changing nature of povernment pro-
grama, the increasing importance of
intern&tional tranksctions, snd the na-
ture of business incomes and expenses
as they affect vurrent production,

Statisiical changes update the es-
timates to reflart the incorporation
of newly available ard revised data

In thig comprehensive ravision of the ne-
tionat income and product secvunts, most
coTent-dallar serien will be revised from
the prasent heck bo 1973, and many will be
tevired back o earller yours. The swdes
that are affected by ddimﬂuns] daanifi-
cationnl, wnd atatintical changes will ba
ravisad back to 1289 or to the eprlicst ap-
propriata year, All constant-dolinr sevies
will ba revised back to 1929 to reflect the
shift in the bass pariod from 1982 Lo 1567,
In MNevermbsr, tha revised antlmntaa 'baﬂ:
to 1959, alimg with the
metas for the third of 1991, Hllbe
ealessed. The revissd estimates for 192868
will be available in sarly 1992

A Preview of the Comprehensive Revision
of the National Income and Product Accounts:
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from regularly used sources and mew
methadologies—that is, new sauree
data and new estimating procedures.
In the n ing revision, data will
be i aourees such as
the 1882 benchmark input-ootput ta-
bles, the 1987 Beonomic Cenpuges, and
several epmwel survey=s for 1929 and
199); szevernl new methodolagies will
be introduced to cope with difflenlt
meagurament problems and to reflect
changes i the availability and quality
of source date. In addition, the base
period for the calculation of sonstant.
dollar estimstes and of the szsociated
price indexes will be shifted from 1882
to 1927, and the indusiry distribu-
tions of GNP and its components twill
ba shifted from the 1972 to the 1987
Standard Indvstrial Classification.

New ond redesigned tahies update
the prezentation of the NIPA’s to re-
flees the definitional, classificationat,
and statistical changes and to make
the tables more informativa. In tha
upeymning revision, the mest important
changes will entzfl a foeus on gross
domeatic product (GDF), the appro-
priate measure of 1.3, producticon for
many types of amalysis, and the pres-
antation of alternativa comstant-dollay
estimates end related price indexes.!

This article deacribes the definitions)
and claasificational cheanges. SBubge-
quent articlas will describe the ste-
tistiral changes, the new and re-
designed tables, and other aspects of
tha revision.

The definitional and classifiestional
changes to be incorporated in this com-
prehensive revision can be grouped
into the following four types: Claesi-
fication of government agentias, treats
ment of government, receipts, treat-
ment of imdernetimal fransactions,
and treatment of businese incomes and

1981 EtraviroF Cunnpss Buulkess for
the diffarances ket SRTF and GOE,

axpenses, For each change, table 1
shows the aggregates and components
from the current NIPA five.account
system that will be affected and the
initial year of revision. The follow
mg paragraphs brisfly describa sash
change, the reasan for the change, and
the effects of the change om NIPA ag-
gregates and componepta. Ezcept as
noted, the changes that affect GNP will
affect GDFP in the same way.

Clacsification of government agencies

Nine Federal Government agencies
will be reclassified from their cur-
rent designetions as government en-
terprises or as gemeral governmend
agencies.’ Thege dhoanges resuited
from a resgamination of governmant:
apencies thet sell poods or services to
the public. The revisions resulting
from eech of these changes will be tar-
ried back to the year each agency was
established,

Reclossification of six agencies as

govarnmerd  agencies—The

Jeneral
Gﬂmmudlt].r Credit Corporation (CQCC),

the Pensien Benefit Guaranty Corpora-
tion (PBGC), the Pederal Home Loan
Bank Board Revolving Fund (FHLB-
BRI, the Credit [Tniorp Share Insur.
ance Pund (CUSIF), and the Fedsral
Deposit Insurance Corporation (FDIC}H
and the Fedaral i gnd Loan In-
surance Corporation (FSLIOC) and their
succesaors will be reclassified from gov-
arnment entarpriess to ganeral govern-
ment egencies. For the FRAC, the
changed treatment will also include
the creation of a encial insurance fund

2. Geverement entarpriees i godirnmént agenclas
ﬂlﬂmlwrrdpm‘pﬂhmfﬂ‘ur ng
axpandas by selling pode and pacricts b thiy icand
that meintaln thir twn separate scopunts. Far n dis-
costian of grvernment smtarprites ind their tresimant
in hm“ san LB, wafﬂqmrm
resy of Beonomdlc Analysis, Gowrnoes Trarsociions,
Methodology Pupar Beries MP-5 (¥ashingon, DC: TLE
Geoernemind Printing OFes, Mowkmber 1388  8-8
All gtbar gavernment spanciss ave ganere] prrermment
AgEnGig.
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to record emplover contributions to the
Pﬂgg and payouts of pensions by the

Far the depesit ingurance ntias—
the FSLIC, FDNC, and IF—and
for thﬁ[tﬁBEF the change remg}
nizes operating expenses
thase aganctes ave now primarily assat
transfers, a type of fnancial u:ansan-
tion that is excluded from the NIPAs?
For the CCC, the changs recomizas
that the CCC's revermies do not cover 2
substantial propertion of its expenaas,
For the PBGC, the changs tonforms
ite treatment to that of zimilar pro-
grams, such &5 workers' compensation
and upemployment insurance.

These reclassifieations will raise gov-
ernment purchases, and thes GNP, by
the amoupt of the agem:iea pperating
expenses—that is, by their payments
for employea compenssation, other serv-
jees, and goods. (Their purchases of
cquipment and structures, as well as
their inventory change, will continue to
b treated in the NIPA's ae povernment
" purchases.)

Charges against GNP will aisc be
raised by the amount of the apencies’
opereting expenzes; The current sur-
plus of the apencdes—éhat is, operatin
revenue less operating
be excluded, but their turmenk perat-

ing revenue will be added back, For
th;a FBGC, this operating revenus will
he added into employer contributions
for social insuremee; for the other agen-
cies, it will be added imic indirect
husiness hoptares. Az a result of the
changs in the PBGC, pansion benaflts
paid to persons by the PBGC will be
relassified from business ransier pay-
ments to Foderal teansfer payments.
This reclassification will not affect per-
aonel income, which includes both of
these types of transfer payments.

Reclassification of one ageroy as
& foreign entity —The Panama Canal
Commission {established in 1978 as a
resuli of a treaty between the United
States and Papama} will be reclassi-
fied from a government snterpriee io
a foreign emiity. As such, anly the
Commission's contributions to socizl
inzuranee funds on behalf of ite wm-
ployees will be ineloded n the NIPAs,
{The contributions to social insurance
fundz will be recorded az tranafer
ments frem foreipners to the Federal

&Furnddlﬁaulml'umbnum the tranasetiona af

?nﬂmldam , 580 “NIPA Treat-

nl'ﬂve'luilm.tl'uf tuﬁnm." Sthavey 69
{Decembar 18581 24,
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Government.} GNF will ba redused by
the amount of the Commission’s pur-
thases of equipment and structures,
and charges against GNP will be re-
duced by the amount of the Commis.
gion's compensation payments and its
current surplug. The sdwplus or deficit
of the Federal Government will be =f-
fected by the removal of the current
gurplua, net of contributions to eo-
rial insurancs funds, and the removal
of the puchazes of aqu.ipmant ané
structizres,

Reclassification of two_ogencies os
Soverhient —The National
Flood Insurance Fund and the Fad-
erel Crop Inswrance Corporation Fund
will be reclassified fram pensral gov-
emmment agernwigs {o governiment enter-
prisesd

The change recognizes that both of
these nondeposit meurance agencies
meat the NIPA rriteria for grvernmend
enterprises.  These reclassifications
will reduce government purchases, and
thus GNP, by the apencies” corrent
surplus. Currently, the operating ex-
penses of these agencies are classified
as government purchases, and their
current operating revenues are clae-
sified as government sales. {In the
NIFA’s, government seles are treated
as A dedoetion from gevernmantd pur-
chages.] Charges against GNP will
glzo be reduced by the amount of the
agencies’ current aurplus.

Treamuent of povernment receipts

Redefine government soles and par-
sonai nonduves—Back to 1829, re-
ceipte for certain services provided
by movernment—largely heslth and
hospital charges, tuition, and park
and recreation ba re-
dofined 28 povernment sales, wh:ch
are treated as daductions from gov-
ernment purchases: expenditures by
persona for these sarvices will be added
to personai consumption expenditures
E-PGEL Currantly, the cosis of provid-
ing these services are included in gov-
ernment purchases, and reveipts for
these services are treated as persopal
nontages.

&, The Medoanal Flood Insorsns Fund, which waa
created in 19649, provides flood ildurancs 1o property
vwnara in communibes that aneet snd enforts anpiro-
priate flood plain monegement mearnres The Fadersl
Crop losurancs Gn‘pontml, whilich v ereaked Sin LBGE,
provides insuranct for agrculbirs] producers b protect
agguinait nasms conapad by nnbwre] hassedn. Although this
lntm'pmnm sptaiad in 198, separate data oo inoongs

and cxprmses g evailable aply hagk be 13, 80 the
revirion will be cerried back so 1598
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The change in treatment will expand
the definition of government sales to
cover all receipts by government for
the types of goods and setvices that
are simiier t0 those provided by the
private sector. Thus, it will elim-
inate the distinetion curvently made
in the NIFA’s hetween government re-
caipts for the iypes of goods or services
that are alas provided by nonprefit in-
stitutions (carrently classified a5 non-
taxes) and government receipts for the
types of goods or services that are also
provided by for-profit institutions {eur-
ranily class:ﬂad a2 gales). In addition,
noniaxes will be limited ta government
receipts for goods or services that are
adminigirative or reguletory n nature,

This changa will reduce government

purchases—hboth State 2nd local and
Faﬂara.l nondefenze— by the smaunt of
tha receipls from thesze services. (Gov-
ermnent purchasss will continne to
include the cost of providing these serv-
ices.) The change will incresss PCE
by the amowst of purchases of these
services by persons. (Purchaszes of

services by foreignars are already
inchuded in exports, and those by gov-
ernments in Federal, State, and local
government purchaa;es.] GNP will be
reduced by the smount of these pur-
theses made by domestin hosinese—
mainly for tuition payments by private
employers to State univerailies for em-
ployee training. Charges against GNP
will not ha zffected, becaunse tha TE-
ceipts from business and foreigners are
currvently treated as personal nontaxes,
not a5 business nontaxes. {Bosiness in-
tomes ere properly stated becauss the
payments are deductad ag expenses.)
Al paymente for these types of serv-
ices will be removed from personal
nontaxes, thus ine dispoeable
personal income (DFF) by ﬁmt AmoRant,
PCE, a component of personal out-
lays, will ba increased omly by the
amount attributable to purchases by
porsons. Personal saving will be raised
by the difference batween the increase
in DPT and the increase in FCF. The
government surplus or deficih will not,
be affected, bocause persenal nontaxes
and government purchases each will be
reduced by the same amount.

Recognize intgrapt poid by persons
to government.—Pack to 1946, interest
paymants on pavernmeant loang to per-
sons, larpely loans for edeeation, will -
be attributed to them. This change
will recognize the existance of direct
government loans to persons and will
expand the interest component of per-
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gonal oatlays, which iz corrently lim-
ited to ioterest paid by persons to
busingss, t¢ include these payments.
Tha same amount will also be added to
personal interest income, thus raising
total personal income.® Because per-
sonal incore and personal outlays will

be inereased by the same proount, per-

gonél saving will not be affected. (Re-
ceipts of interest payments by persons
gre currenfly recorded as povernment
interest receipts.)

ize court-mondoted  escro
ceeounts,—Back to 1977, payments
ints dscrow acccunts that sye men-
dated by Federal courts in antirips-
tion of future satilements arising from
procoedings related to alleged viola-
Hone of government regulations (such
as oil price controls) will be treated
in the NIPA's as Federal Government
receipts and recorded as indirect busi-
neas oDontares  Withdrawals from
these escrow accounts that represent
paymenis to business will be recorded
ag reductions in thees nontaxes; with-
drawals that repregent payments to
Steie and locel povernments will he
recorded a5 inereases in grente-in-aid.
Currently, business incomes are re-
duced by the amount of payments into
the sscrow accounts snd are inereased
hy the amount of payments from thege
Ar00ANts; 1o transactiong are recorded
in the NIPA government accounts. The
chenge in treatment, which will rec-
ognize the exiatenes of sourt-mandated
eECTOW accounts as part of the govern-
ment accounts, will affect the governs
ment surplag or deficit, both when new
eserow aeccounts are established and
when withdrawals are mada.

Treatntent of internations! fransoctions

Reclaesify interest patd by #the Fad-
eral Government to foreigners as an
import,—Back to 1929, the payment of
interest by the Faderal Government to
foreipners will be treated in tha NIPA's
as an fnport of factor income. Cur
rently, these payments are excluded
from imports a::;d GNP as weli as from
net interest charges against GIVP,
are included in government expendi-
tures in the caleulation of the govern-

&. Fersonal interest income 13 derfved a8 & rsdunl—
a3 ikt diffarentt between intersst paid by botinews,
pemcrs, gevernment, and tha rett of the word end in-
tareyt recaived by bosinesy, gevarmoent, od the rest
of the warld, Tharefire, béchute interast receivad by

govetnment alrsady includes imamest paid by parsons,
the edditiona] amaunt will appeat fh ikt meatved
by o
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ment gurplus, and are included in pay-
ments to foreigners in the calculation
of net foreizn investment.

The reclassification will raverse ona
part of a decizsion, made in the compre-
hensive revision released in January
1976, that removed these intercst pay-
ments from imports and from govern-
ment purchases. Interest paid to for-
eipners by government will be treated
a5 a payment of factor inceme; interast
payments by government will continne
to be excuded from aﬂﬂvmm puz-
chases. This change will aliminate
a major difference between net sxports
in the NIPA's and tha balance on gooda,
services, and incnme in BEA’s balance
of pasyments aecounts,

The will incresse imports
and thus reduce net exports end GNEF;
charges againgt GNP and nat interest
will be reducad by the ssme ampuat.
Becavse the interest payments are
classified as factor income, GDP will

"not ba affected. The governmment sur-

plas and net foreign imvestment also
will not be affected. The revised esti-
mates of net intersst from the rest of
the world, which enter both net exports
and net interest, will be caleulated
gs the diffevence between total inter-
#gt paid by foraigners and total inter-
ast received by foreigners. Currently,

only interest received from bmsiness
iz subtracted in the calealation of
rest-of-the-world net interest.

Revord ronresident taxes as transfer
payments.—Dack to 1959, the treat-
ment of tazes paid by residents of one
colntry to the government of anothar
pountry will be changed. Taxes paid by
L5, residents to foreign governments
will be secorded sa usiness o as per-
sonal irensfer payments to foreignersa,
snd tzxes paid by foreigners to the
I8, Covernment will be reclassified as
foreign tramefar payments to the U.S.
Government. Factor income receipts
(exports) and payments Grmports) will
be recarded gross of these taves, Cur-
rently, taves paid by U.S. residants
to foreign governments are not recog-
nized, and taxes paid by forsigners to
the US. Goverpnent ara recorded ze
perscnal taxes paid by 115 residents.

components of both receipts
and payments of factor incomes are
recorded net of nonresident taogas.

The change will incressa both ex.
ports and importe for all years; the
effect on net s, GNP, and ch
against GNP will depend npon the rel-
ative slze of these inscreasss, GDP
will not be affected, bocause it axcludes

25

net exports of factor ineome. Four
components of charges against GNF—
compensation of employees, net inter-
ogt, rorperate profits, and busineea
transfer payments—will be affocted by
the revigion. Compensation of employ-
ce3 will be rednced bacanse taxes will
be added only to campensation paid to
non-11.8. residects (which is subtracted
in deriving total compensation). For
et jnterest, taxes will be added both
1o interest paymenis to non-U.5. Tesi-
dents and to interest receipts by 1.5
rezidents. Carporata prafits will be af
fected in two ways. First, it will ba
reduced by the tazea paid directly by
donmestie sorporations te foretgn gov-
ernments. Carmrently, these foreign
taxes are reported as part of the foreign
tax credit and oot ma a dedwction from
ineome,. Bgeond, the restofthe-world
component of corporate profits, which
jncludes net dividends, will be affected
Eecange 2] dividends will be recorded
groas of taxes. Business transfer pays
ments will be increased by the amount
of all tazes paid directly by domestie
corporations to foreign governments—
that is, by tha same sount that corpo-
rate profits will be redeuced by treating
thase texes as oxpenses.

Pergonal income will be affected by
the revisione to compensation (wage
and salary disbursements), net inter-
est {personal interest income), and cor-
parata profits (persepal dividend in-
ceme), Personal tazes will be reduced
because taxes paid by non-UB. resi-
dants to the T1.8. Government will he
removed, Persopal transfers to for-
gigners, a part of personal outlays, will |
be incressed to includs taxes paid by
.3, pereons to foreign goverrnmments.
The eifect on perscmal saving will de-
pend on %;ee relative size of lthnﬂe
changes. government surplus or
deficit will not be afected, becanse
the tazes paid by non-TL5. residents
will be reclaseified from personal taxes,
which are recorded a= goveramsnt re-
ceipts, to transfar payments by foreign-
a1t to the U.8. Government, which are
recorded s an offset to government
expanditures.

Record exports ond importe of sery-
ices grd inferest batwean gffiliated for-
ei@gnere on agross basis —Back to 1074,
payments for services ided and for
interast paid by U.5. direct investors to
their forelgn affiliates wiil be recorded

Texi comdinues an o 50



26 "SURVEY OF CURRENT BUSINESS -Bapiember 1991
TaMe 1 —Sommary Netonat incomne and Product ACcHines:
[ chemm ks bnlalnd )
Cluiiicsdon of govrowmct sgeachs
Fodeml R Frleml -
Lina Copedy | Pebem gy md | Florao Lo Cooh Uk | Pentem Pars | FiolDiow | Kamod
Comantion | e Fead el Fau)
Aosiand [ —Mations] Lscoms i Frodust Aol
1 Do;rpumbnn‘ ] 19 hiad
1 npus aml Ilh.f‘iﬂ [Lie )
E] RTENR B wm . N (s ]
] X oy socil inoetwr bir ) [k
L] (=1 = L-- [En
& * wih IY. 1
E hE:Im Lnesyme A e S
H Moafum o
9 | Rameal o of peciot with CIb] .
1.
b | e e o e S
12 Proim v Thbdliy
13 Prodits 2 fer K
1 Tiuldendy
[ 1 LimiFatrilbuid prafies
Bl IvVa
" CCAd
18 | Mex bnaerear
1% | Matitw ] incots 19H Lol
30 | Bastancs wawcior pay W
21 | Analifessa W birvcins bis dred oniinst HlasiLy 1933 1933 1933 17 (L] [——— rerm—rmstirrrm | —rrer——nr | ———
23 | fre Sudeldies b= oumeas gurples of i 118 151 (L] LX) (L] 1674 15 1373 13
13 | Ot apabait v il phondosd w3 k) TH 194 L] 1T b2, ] [ 1
24 | Copliat pdoa al with Cad)
25 | CHARGES AGRINST SR0SSE MATTONAL PROBUCT ..o e L) f ] [ EE] L) 1 L] iy 10 jLL ]
3 | Peryoma] cocTEnpeE cyprEianTy
I D pds
¥ Sevica
H) | Groge pelvme dowweore (nvecmnent
ﬁ Firgd inmohinke
g ls-mhm-rd:m | prcag.
- i Fehivicia] -
3| Chasgn e bvunems invemod e
i; | e portn of pucdt deied arvatal
k-] i -
L B et D T T ——— 1#0 15 1% N5} m 1A 1518 15 (1o
:; Peam| et bl 1913 1533 133 (112 %71 ¥ 1¥17 147 .
3 Miodek 1933 1933 1933 1Ry 1971 1w e [ 0
dd ] Sasar gnd Kl
43 | CROEE NATHDNMAL FRODLCT pia<] 193} 193 1. 177 Lo ] 1> 1N Ly
ot —Permoal s ome and Sy Ascomt
i | Waps s slary dixtborsiwenlt 0]
A7 | D Wbety sttme o]
" hz:u-x' some wih VA and DCAY
[
] Moo
31 | oniad icxnme of periom vrith S0
ﬁ wﬂll'm e
S| Lawm Dhrabends mopsrond By gratmmes)
A3 | Prrwoal verest e
g?ﬁ Nﬂ.i%w i
M Less Imueanl nﬁludh; prvwTEEE
SH] e g by peraoss
ol | Tl o
51| Froem BULRER o T
| Fren prammenl 151 1
3 | Leat Porsonth tonifodtions R sovial 17
& | PERSOMAL INCOME 190 lir, ] —_
&5 | Peosorsal b B0 DCwALY MM
L
57|  Peostml svvumpiion Suyredierm
SB[ b pold by perome
42| Permonl tanger poaments s Sored ey (ney)
0 [ Purooml saving 1 [ L. B [— [O——
1 MEECE AL, TANES, DAITLAYS, AND SAVING et 157 R | ——

Sex s o end of uble

T bl

., R

"

UL, LS USRI ==t THETE S,

el

TN STSUTL -, - L,

o

- Jr A W

g ——

o
-

-,



-

—— A

B T T ——

—mpn. e

o e e . e gy e b s

TS

-

September 1961 SURVEY OF CURRENT BUSINESS 27
Tetut Affecled by Befinlioned and ClassiBcationst Revislpps
;u_rnl'pihﬂ
Frphtmou of prvanmess o Tachitt, o il St T ] £
. Pa— mﬁ Recon) : mﬂ AT S Remeorc Capiaie kmu Rrcguine.
o B hri it Piicciddal s of e dotd bt 11 qm'h‘ it num 4’“” Lee
stter ned pes. [ by peras 1o | Tmemend | byfedmt | wTE | o ed | commodit | famed | P T i L Y s cirpora
ol hohdiaoe | pevermanent > Gk . ﬂt:“ﬂ; (TR [T e ey Wil ot Tuslamer
. 1ok tirmal 1 il Btk
1
o 3
1
i
I — . p——— 5
i 11 14 £
3 1% T
— g [}
155 9
HSe [ ['ra] Ml ut 150 1954 19TR N7 1]
(s ] [Fspd . —— w [ it rr————— T :.;
ettt s | s 192F [ — Wy ] —— 1347 13
ot 53 H
1548 a8 150 L 1= ———————— Wit ::
] 1 ————e | MY
1% wa L] 19k 1929 [} ]
1924 L - (L H C oy e E W 2] L B
e 1% i 1587 €6
..... wr 2l
T a
1 by ] o] e i L. ] 140 Iy 198 WH | e -] 2
. ] fLe — M
I ey 1% [27--] 1M0 Ly L i¥H ————— =
1525 L] 1ol s g
- = Ul I A iy -] =
T3 g 1940 [Fr] k-]
1 i n
- e 3
G Er)
- %38 5]
kT
_______ _—1 - | sr—— . i 35
1931 n
1RI¥ [Fard n
15 [l M
L%2F 193 131 N
1393 1311 i r ] AN
1929 [L5E] ﬂ
1024 1% ca 4%
192 wy -
1510 1923 Les LT i (L) L0 u
Aceowe | Panmnsd bsome and Dby Aot
(10 -
a7
190 (L] Ll
unr— e 19 o
1939 n
' ] 51
1 - 1D £
14 1350 - 0
H
— — 1545 (1 I 1o 1599 —
Ti - o o A i
TR = pH
I 1846 - w
19
4 i a
)
.- ]
I 1% 1977 T E———— L= - — Hn 19:2% e 1528 7 |
e W 85
1% 18 L= o 1540 1935 66
= a3 (LA ] e ] 2
T 1545 5
Vicip 2
| —-- — 7 J—— 1348 [PV fkiic] [her ) 1 [ Lo FoET by ]
1 1] 1317 e e— 1 [E— —_ (1L i ] 10 [TF ] 12t ™




SURVEY OF CURRENT BUSINESS Segtumbes KHbL.

Table 1.—Swmmary Natishal Incorie andl Prodect Accounts
OYomr gl 4 dnitisl

Eapposls
bacincy
mm

Clupnblianios of permmind WEsie
Horaa L Frrr Cmp

i

Perponyl ox mad RO

Corgorate peofies brr lhilinr
Tidmesy bapinecey wxn oy oo Mabitigy

e ] [ — h

Comtritubiad £ dodid b -
Smpleyer

Fatsal

GOVERNMENT RECEIFTS
Porcires of goods and berribes

1

L] R b)) 194 bl
193 15T L) | im L bl [

1 Ly

TRHT PTG
To

T Mo Des W B o=

-

To RefgipacH necr

Hulnu'utElHl

ﬁnm-ibd-_u

mmmww

Lxap; Diwichesdy wooe|ved by g0

Subwaribiol
Leaw Cormeas pyrplens of povernarent enerprlies . . .

Lars; Wagn i s ik
Emﬂdt{-l. stinasl bsoome gl precteer snenosts L

B8 28

Sume pach ipenl
GOVERNMENT EXFEMUTIUMES AND JURFLAY: o e e

2 UEE 8 FE T mRRSR

Baponx of goods and warvion

il grusey sareLuse by o Bistoed Sy ety

RECEIFTS FR{h FOREMINERS

hrper o oo e

“Tramsicy pagymests wy fhociguert {met]
. (i)

—rn — r —

Froin

Lo

From. T ()
[

Foom

baacresz puid by g © forwigen?

Wil Fofwips TinvasCmiald

LU oEeE LN REN

FAYMENTS T0 FOREIGNEES

At $—{wes Saving and dmemment Arscomi

Ooosy v dowwritic ismitTolnt

Hitt BrelEn Mefcamem

GERQSE INVESTMENT

313
|
|

| Paroiidl 4%

‘Wapt accryads Lrpt disberswnints

mﬂnnmmﬂﬁ e LT
prodits

Lo fombrd
uudl.uhu.nd

l'.‘l'.“-iﬂ.i

Caplod comamption sl welity A
Dlovaremesy pine or deficl aamoaal e o peroban soroestt .

Capltal franty yecatbeid by b Ueattd Jaaoi (mif)

&3 k& RS A S RN

GROSS SAVING AND STATRTICAL EHECREPANCY

"Inm'nu-lhy

by pepoar’ o

'I.ﬁslh}llnrlhlhﬂhkhlmﬂﬂtl

e & o ot b7

i siiing
u g

;mm«mumtummm ‘lhmnld i e nwin:u;u “Ingeen puid

. Thl in 05 gliménmed by the defiaionad rodbaos. dar reclusiliey v paid by Fodend Gosermiment

J.Th.l:ﬂmbldﬁdhﬂﬁlﬂ I g Hﬂ.hﬂﬂ H‘nml'ﬂ-ﬁﬂl
Foreigoess,

b

m—mmrﬂ“ﬂﬂhﬁﬂttmmmﬂ i Moo ffuc w57 b
o d for iy nalwe The redtdigned b fovman ot cheieriinial [ v sk

1A Tavomtony viloution 40jvikariit
TG Coatiality Cowlfi
AL TG CORamption ATt

e e

——

=

D T e

e 1t — = vl e+

- T S



& | CemEse S mACTenIMT R AR AR R0 NBARARTA R AR 0 MRERSIUIT RS G
i} I
mem JERIEY TRRF
| mwm.m. 2 1l g 82|l is
. i 1 i
w £ uwu“._.m .m m m i3k
m | Mmmwu m m g8
el al ]| m
8 B m g B im )] fe |22 2
w m LAY m 4_ w i
m : HOHE 2 ¢ | |
W DRt | lei] il ] £ [ (sems e |ipse m|iiie
LT : : _
AL i IR ]
w HHINERER TR mm 65 3 s leslils
i i m m
g 3 ,.mmm |
Mm__ .._mmm
HIE TR ;

- m——— - A sr————— P g, s Y e e e g b e g P - a om e e



40
Tixt condmndee Jroom p. 20,

as imports ﬁw and of factor in-
ceme, respect Correspondingly,
receipts for services provided and for
inierest paid by U.S. affilixtes to their
forgign direct investors will be recoarded
u8 exports of sarvives and of factor in-
come, Currently, payments by L5,
direct investors to their foreign affili.
ates are netted apainet receipts from
thess affilfates and ave recorded as ex-
ports. Receipts hy 115 affiliates firom
their foreign direct investors are netted
against payments by U8, affiliates to
thess investors and are recorded as im-
ports. This change, which will provide
a more realistic portrayal of interna-
tional h'msachonsmsmandﬂm-
tor incomes, will not affect net exports
or GNP, bacause exports and importa
wﬂ]beramedbyuqunl amounte. Sim-

interest or charges againgt GNE.

Treatment of business incomres ond
axpenses

Reclaesify COCOC commodity legns—
Back to 1933, defandis on OCC com-
modity laans will be treated as Federsl
Government nondefense  purchases;
dizhorsements and of OO0
commaodity loams will be treatad a5 f-
oandal transactions and thoz will be
sxcluded from the NIPA’s, Currently,
dishnirzerments are treated zs nonde-
fense purchases, and repayments as
nondefense sales; defaults are not
recorded.

The change in treatment will recog-
nize that the intent of the CCC pro-
pram is to provide short-lterm loans to
aid the cach-flow poeition of farmers
and tp support farm prices; the eor-
rent treatment reflects the fact that
for many years these commodity loans
ware geldom rapaid. The traatment
of the dishureements and repayments
of theze loens as financial transactions
will conform the ifrestment of CCC
loans o that of all sivaitar loans in the
MNiFPA's, _

The effects of the changed treat-
reent are lavgely those of timing: Loan
defanlts will increase nondefense pur-
rhases and rednce the change in farm
inventories at the time of the default;
az financial tramsactions, loan dis-
bursements and repayments will affect
neither nondefense purcheases nor farm
inventories. Thus, the change will
affect nondefense purchares, change
in farm invemiories, and ithe Federal
Government surples or deficit only in

SURVEY OF CURRENT BUSINESS"

periods when there are logn defanlts,
GNP and charges against GNF will not
be affected.

The reclassification alse will result
in gpe additional diifs Whem &
Yoan defanlt is the increase in
nondefense purchases will reflect the
value of commodities forfaited s meag-
ured by ths lvan rate—that is, the
smount received by the farmer when
the diebursement was mede Cior-
rantly, when commodities ave put an-
der loan or ere redeemed, they are
valned in the NIPA's at the open mar-
ket price st that tima; An adjestment
for the difference between the market
price and the lean rate is added to non-
defense puvehases and to the ourrent
enterprize surplus. The change will
recognize the loan rate as the actual
markst price so that no “valuation™
adjustment will be necessary.

Reclossify bad debt losses a5 finan-
cial trarsactions,—Back to 1929, losses
resulting from bad debts will be re-
claszgified ag finameial teansactions, and
they will not be recognized as ex-
penses in caleulating domestic busi-
ness. incomes.  Currently, the NIPA
treatiment of bad debt losses, except

for those losses recorded in rest-of-the-

world profits, reduces the income of
the lander by tha amount of the ae-
tiral loss in the peripd that the loan is
determined to be uncollectible, and it
imrreases the income of the defanlter
by tha same amount in thet pericd.*

The will treat losses from
bad dabie as asset transfers, & type of
finonrial trapsaction that is eweluded
from the NIPA's.

The chenged treetment wilt have two
offactz. First, it will increase the in-
cemes of lenders. Second, it will re.
duce the incomes of the defaulters by
El.l.mmatmg the adjustment {(dofault-
ers’ gain} now made to recognize a
tranafer of income from the lender to
the defeulter. The e will only
affect GNP to the extent that the im-
puted financial service charge of -
tusl financial metitutions is affected
by any change in corporate profits,
which are daducted in caleulating the
jmpuotation.” Charges ageingt GNP

5. For wdditional information on the teamment of
baird debita, dou 175, Departmart of Coxmerss, Burwn
of Exoncimic Antlysis, Corpovale Frofite: Profits Bafore
Tas, Prafite Thx Linbility. and Dividends,
r.pu-auﬂuWHWumm DC: U.E, Governmant.
Primting Otfica, blay 1853k 15-20,

7- For additional Information on mmpated

:d' Bt Analyrla, Darcoral !.'.'iummpim Expead-

ey, Mathodalngy Barmst MP8 Waihington,
Dﬂ, U.E Governmant Printing Cifies, Juns 10005
=4
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also will be affected to tha axtant that
there is a change in the imputed fi-
nancial charge; in addition, charges

.against GNP will be affected becausa of

inconsietencies in the apurce data enr-
rently used to cstimate the Ioszes to
the lenders and the gaine attrilnitable
to the defaulters. Personal income,
and thus persomal saving, will be re-
duced to the extent that defonlis aye on
petsonal loans (business transfer pay-
ments; and on home morigages (rental
income of persons) end o the exient
that defaults by sole propriatarships
and parinarghips exceed their Ioan
losBes.

The changed itreatment will not
affact the caleulstion of rest-of-thes
world profits (both exports and im-
ports), These profits are reduted by the
amoent of any bad debt expenses: hew-

. ever, becausae of a lack of source date,

these losees are not cwrrently adjusted
2o that they are deducted in tha period
uloan is determined to bs uncollectible,
and no corresponcling defanliers’ gain
iz made.

Recognize copitel gaine dietribu-
tions of regulated Inuestmeni compor
nier as dividends—Back to 1940, cap-
ita] gains realized by regulated invest-
ment eompantes and paid to investors

in the form of dividends will be ¢las- -

sified a5 dividends; currently, they are
not included i the NIPA’:.

The change will conform the treat-
maent of these companies to the princ-
ple thntt;;imma of the inmt?a un-
derlying dividend payments—that is,
whether the income arizes -
rent prednction or from eapital gains—
{= not a eriterion whem considering the
treatment of such payments.

The thange will not affact ate
profibs, bat it will reduce undistributad
corporate profits (business saving} and
increase dividends paid to persons
(peraonal saving! by the same amount;
GNF will not be affected. The change
alzo will inersase the imputed intep-
est paid by the regulated investment
companies hecause property incoms
received—that is, interest, dividends,
and rent—will incraaee by the amount
of the capital gaina. The increase
in irnputed interest will increase GNP
and charges againgt GNP to the extent
thet it affects the impuated financial
service charge of persoms, foreigners,
and governmaents.

Hemove capilal gains from broker-
age charges—Back 01929, the capital
gains element will be removed fiom
the imputed financial serviee cherge of

[
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domestic security dealers, thus reduc-
ing corporate profits, charges againat
GNP, and (GINP.# Thesa dealers do net
charge explicit commissions; instead,
their income is the "spread,” or the Jif-
ference, patweon the cost of acquiring a
securlty and its sales value. Currenily,
the imputed value of the dealer's com-
misgion, axsept for those incladad in
exports, contains o capital goin (or
Inss) Lecaunsze it in measured as the
diffarence between the cost of the ze-
eurity on the date of aequisition and
ita valwe on the date of szle. This
change will measutre the imputed valae
of theso commissions as the “spread”
on the dete the security iz sold, thos
eliminating the capital gain. In the
process of preparing the estimetes of
these capital gaing, it was found that
the imputed velne of 2ervices had pre-
vicusly beetn made only for individual
domestic purchasers and not for other
domestic purchasars, such as nonprofit
institutionts, private noninswred pen-
gion plane, life nsuvanes carviers, in-
vartment companies, and Siate and
locz] nts. The expansion of
the impuiation to include these ather
purchesers will inerease some cornpo-
nents of PCE, government parchasas,
and corporate profits.

Capitalize nonetary inferest poid
by willity companies on owr-accotnt
sorstruction projects —Back to 1958,
menetary interest capltalized by wtil-
ity companies on own-account con-
girtction projectz will be added to
investrnent o nomresidential strme-
teres. Currently, own-account in-
vaghment in nopresidential structures

8, &g voted for the chags rolated o bad dabik loases,
th resaltiter vevisiony o corpacats peofita of motaal
financinl institubiond will sl affest thelr fmpubed
— iy
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by utility companies excludes this in-
teragt, which is instemd dedueted as
a current expense in corporate prof-
its. (The NIPA's will continue to
omit the amoifit of interest that utili-
ties impute in compiling their estimate
of capital expenditares for new plant
and equipment for financial accounting
purpeses.) -

The change wilt recogmize monetary
interast peyments 25 a cost of produc-
tion and will conform the treatment of
thiz type of ipterest to that of inter-
pat capitalized on construction projects
of other businesses. It will reverse
one pert of a dedelon, made in the
comprehenszive revision of 1965, to ex-
cluda both monetary and imputed in-
tevest payments from investment in
nonresidential sbrachires,

The changed trestment will raise in-
vestment in nonresidential structures,
thus raizsing GNP, In charges against
NP, corporate profite will be im-
creased by the difference between the
intarest payments, which will be cap-
itzlized rather than treated as a cur-
rent expense, and the depreciation. on
thess payments, which will be added t=
capital consumption.

Rmme copital cmumppé'mn?ntsfor
abond raslear poiver —
Back to 1978, capital conswmnption will
he incressed to reflect the abanden-
ment of grivate nuclear power plants,
aithar at the date of abandonment or
at tha times the firm dedocts the loss
of the plant on & Federal income
tax retwun. (This date mipht not be
when construction activity stops, be-
cange, In meny cases, construction is
later restarted .or the plant {or & part
of it} iz converted to vonnuclesr nse,}
Currentiy, the historical costs of such
abandornments are daducted ac busi-

1

ness expenses for tax purposes. This
change gives abandoned nuclear power
plants the same treatment as that cor-
rently used for capital goods that are
destroved accideptaily,

The change will increass capital con-
sumption allowances with capital con-
sumption adjustment (CCAAf} by tha
current cost of the actual plant aben-
donments. Corporate profits before tax
will net be affected, hut the CCAd) will
he increased by the difference between
the current cost and the historical cost
of the abandonments. Charges agninet
GNP will be incroaszed by the historiesl
cost of the rhandonments.

Recognize personci-infury rusés as
corporgte basinesses —Personal-infury
trusts, crected by businesses to handle
future settlements arising from cowrt
decizions, will be recognired as non-
proBt inatitutions serving business and
ineludad in the NIPA corparate sec-
tor. BEA haz identified the creation of
theae trusts beginning in 1287.

This change will recognize the for-
mation of the trusts and provide the
aconunting mechaniam t¢ transfer the
settlements to persons. When =uch a
trast is funded, corporate profits will
not ha affected, betausa the fonding
redures the profite of the corporation
creating the trust and increases the
“profits” of tha truzt. When the trust
makes a payment to gatfle & claim,
corporate profits will be reduced, and
business transfer payments t¢ persons
will be inereagsed. Carrantly, corpo-
rate profits are reduced at the time of

frding, .
The changed treatment will raise
businass trenefer payments to persons,
thus raising perscnal income. GNP
ahd cherpes against GNP will not be

affected.



